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TAX TRINITY 


The Tax Revision Council is a joint effort of federal, state, and local governments 


to develop means for simplifying and harmonizing American tax systems. 


in the American science of government 
occurred when the Tax Revision Coun- 

cil held its first meeting in Washington, June 
6-8. Representatives of the federal government, 
of the state governments, and of the local gov- 
ernments met together to work out an inte- 
grated tax program for America’s one federal, 
forty-eight state, and 175,000 local units. For 
the first time in our history the three levels of 
government initiated a serious attempt to work 
out their joint problems through joint endeavor. 
Federal members of this significant new or- 
ganization are drawn from the major sources 
of federal tax policy—the Treasury Department, 
and congressional committees on finance. In 
addition to Secretary Morgenthau, they include 
Hon. Herman Oliphant, General Counsel of 
the Treasury, and Hon. George C. Haas, Direc- 
tor of Research and Statistics of the Treasury. 
Senator Pat Harrison, Chairman of the Senate 
Finance Committee, Hon. Robert L. Doughton, 
Chairman of the House Committee on Wavs 
and Means, Senator William H. King, Chair- 
man of the Senate Subcommittee on Conflicting 
Taxation, Hon. Fred M. Vinson, Chairman of 
the House Subcommittee on Conflicting Taxa- 
tion, and Hon. Lovell H. Parker, Chief of Staff 
of the Joint Committee on Internal Revenue 
Taxation, comprise the congressional contingent. 


Ox of the most important developments 


A group of equally weighty tax authorities 
has been designated by the Interstate Com- 
mission on Conflicting Taxation to speak for 
the interests of the states. The list includes 
Hon. William B. Belknap of Kentucky, Presi- 
dent of the American Legislators’ Association; 
Senator Seabury C. Mastick, Chairman of the 
New York State Commission for Revision of 
the Tax Laws; Hon. Henry F. Long, Commis- 
sioner of Corporations and Taxation in Massa- 
chusetts; Hon. Mark Graves, President of the 
New York State Tax Commission; Senator 
George Woodward, Chairman of the Pennsyl- 
vania Senate Committee on Interstate Codpera- 
tion; Hon. Henry W. Toll of Colorado, Execu- 
tive Director of the Council of State Govern- 
ments; Hon. C. H. Morrissett, State Tax Com- 
missioner of Virginia; and Hon. George F. 
Yantis, former Speaker and now a Member of 
the Washington House of Representatives. 

Local government is represented by nominees 
from various national associations of local ofh- 
cials. The American Municipal Association— 
an organization of the state leagues of munici- 
palities—is represented in the Council by Mayor 
Daniel W. Hoan of Milwaukee. The United 
States Conference of Mayors (cities over 50,- 
000) has appointed Controller Leonard S. Leavy 
of San Francisco. The International City Mana- 
gers’ Association has selected City Manager 
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C. A. Dykstra of Cincinnati as its representa- 
tive. President Kenneth J. McCarren of the 
Detroit Board of Assessors is to represent the 
views of the National Association of Tax As- 
sessing Officers, while City Auditor Charles J. 
Fox of Boston is to be a participant through 
appointment by the Municipal Finance Off- 
cers Association. 
Less organized, but 
no less ably represent- 
ed, is rural local gov- 
ernment which is as- 
sured of consideration 
by the membership on 
the Council of Hon. 
Guy Boyington, 
County Judge of Clat- 
sop County and Mem- 
ber of the State Plan- 
ning Board of Oregon; 
County Clerk and As- 
sessor J. K. Warkentin 
of Marion County, Kansas; and District Attor- 
ney Otis Miller of Anson, Texas, former Presi- 
dent of the County Judges’ Association of Texas. 
Occasional confererces of officials from the 
three different levels of government have met 
before, but never for the purpose of launching 
a sustained, broadside attack on a national prob- 
lem. The tasks of the Tax Revision Council 
are based on extensive preparatory work by the 
Treasury Department of the federal govern- 
ment, by the Congressional Joint Committee on 
Internal Revenue Taxation, and by the Inter- 
state Commission on Conflicting Taxation. 


Seabury C. Mastick 


Treasury study 

The Treasury, at the request of President 
Roosevelt, has undertaken a broad study of the 
problems of conflicting taxation. This study 
will be greatly aided by the wealth of material 
in the Treasury files and by the studies made 
last year by the Treasury staff under the direc- 
tion of Dr. Jacob Viner. 

Among the comprehensive studies upon 
which the Tax Revision Council will be able to 
base its work is the preliminary report of the 
Subcommittee on Conflicting Taxation of the 


House Committee on Ways and Means, which 
appeared early in 1933. Representative Fred M. 
Vinson of Kentucky is the chairman of this 
subcommittee, and Mr. Lovell H. Parker is 
Chief of Staff. The report is a valuable factual 
summary of federal and state taxation. Al- 
though it does not offer suggestions or recom- 
mendations, it is of great importance as the first 
effort to view the national tax system as a com- 
plete picture. The listing of the different state 
taxes and the information about tax revenues 
have made this report a storehouse of knowl- 
edge for students of conflicting taxation. Mr. 
Parker’s staff has also issued several other 
reports including the recent Summary of the 
British Tax System and Income Tax in Canada. 


Interstate commission 


Readers of Stare GoveRNMENT are already ac- 
quainted with the careful work of the Inter- 
state Commission on Conflicting Taxation, and 
of the First and Second Interstate Assemblies 
which sponsored the work of the Commission. 
In the twenty-eight months since its organiza- 
tion, in February, 1933, the Commission has, 
by dint of thorough staff investigations and 
seven meetings of sus- 
tained,sometimes 
heated, discussions, ar- 
rived at a penetrating 
and reasonable pro- 
gram for dealing with 
many of the burdens 
of conflicting taxation. 

Every member of 
the Commission is 
either a legislator who 
is actively concerned 
with tax affairs, or a 
state tax official. The 
results show that the 
Commission has attacked the problem in a 
broad and practical manner. It has recog- 
nized, for example, that maintenance of state 
and local fiscal responsibility necessitates state 
and local administration of certain taxes, even 
though purely economic considerations would 
suggest centralization of tax administration in 


Kenneth J. McCarren 
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Washington. The crediting device, employed 
in the field of death taxation under the Federal 
Revenue Act of 1926, has been recognized as a 
useful procedure, and the Commission has sym- 
pathetically examined proposals for federal col- 
lection and state sharing of other tax revenues. 

A brief review of the findings of the Inter- 
state Commission on Conflicting Taxation will 
serve to illustrate the type of considerations with 
which the Tax Revision Council must deal. 
After careful study, the Commission definitely 
accepted the view that some degree of separa- 
tion of sources of federal and state revenues is 
desirable. It is expensive to provide duplicate 
federal and state gasoline and tobacco tax ad- 
ministrative machinery. The Commission also 
recognized that state and local governments ex- 
perience a sense of financial responsibility if 


-they levy and administer their own taxes, which 


feeling of responsibility is lacking if another 
unit of government collects taxes for them to 
spend. Finally, the Commission realized that 
administration of numerous taxes by the federal 
government would, ultimately, result in an un- 
desirable increase in restrictions on the states. 
Largely on these grounds, the Commission 
— sought specific points 

at which separation 

of sources of revenue 
might be operative. 
After conferring with 
taxation leaders in 
Congress, studying 
staff reports, and care- 
fully deliberating pros 
and cons, the Commis- 
sion unanimously pro- 
posed: (1) that the 
federal government 
should abandon gaso- 
line taxation; (2) that 
no additional tobacco taxes should be adopted 
by the states for revenue purposes; (3) that 
Congress should reserve electric energy taxes for 
the exclusive use of the states; and (4) that, 
since the federal government has imposed a 
heavy tax on beer, other units of government 
should refrain from levying heavy taxes on that 


Mark Graves 


credit and would not 


beverage, unless needed for regulatory purposes. 

After careful consideration of a number of 
factors the Commission decided to make no 
recommendation on the question of instituting 
a federally-administered, state-shared sales tax. 

Attention was also given to the possibility of 
utilizing the crediting device in the field of in- 
come taxation. A cred- 
iting plan was pro- 
posed, which would 
involve a minimum of 
federal interference. 
This plan would make 
all distinctly personal 
state and local taxes 
eligible for the federal 


include uniformity re- 
quirements. The Com- 
mission recognized 
that such a device 
would result in a mini- 
mum of relief from existing income tax con- 
flicts; but it nevertheless believed the experi- 
ment worth consideration. 

The removal of tax exemptions is one of the 
most fundamental proposals for alleviation of 
tax conflicts. The Commission has offered no 
definite recommendation on the subject, but, at 
the time the Commission’s report was submitted 
to the Second Interstate Assembly, two pro- 
posals for modification of reciprocal federal- 
state exemptions were offered from the floor 
and adopted. The first recommendation sought 
the removal of exemptions of government se- 
curities and salaries of government officials; the 


Henry W. Toll 


second proposed that the federal government 


authorize the taxation of private property on 
federal reservations. 

The work of the Commission has been handi- 
capped from the beginning by a lack of statis- 
tical information regarding state and _ local 
finance. As a consequence of this difficulty, the 
Commission recommended that the states col- 
lect more adequate financial statistics of state 
and local governments and that many of the 
states conduct comprehensive investigations of 
their own state and local problems. 
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The third long-range proposal of the Com- 
mission—that a Tax Revision Council be estab- 
lished—has now been accepted. 

At the first meeting of the Tax Revision 
Council, on June 6-8, the following members 
attended: Messrs. Belknap, Boyington, Dough- 
ton, Graves, Haas, King, Long, Mastick, 
McCarren, Morgenthau, Morrissett, Oliphant, 
Parker, Toll, Vinson, Warkentin, Woodward, 
and Yantis. Assurances of complete codperation 
were offered from the Senate Fi- 


form the duties which are outlined below: 

1. Federal-State Planning Committee,—on 
the development of a plan or plans for coérdi- 
nating federal and state tax systems; on meth- 
ods of putting such plans into effect; and on 
inequities subject to prompt correction. Hon. 
Mark Graves, chairman: Messrs. Belknap, 
Leavy, Long, Oliphant, and Parker. 

2. State-Local Planning Committee—on the 
development of a model plan for codrdinating 
state and local tax systems, includ- 


nance Committee by Senator King, 
who recalled that he had proposed 
a tax revision council as early as 
1921. A similar cordial message 
from the House Committee on 
Ways and Means was offered by 
Representatives Doughton and 
Vinson. The latter urged prompt- 
ness of attack as a vital necessity. 

On the morning of June 7, Sec- 
retary Morgenthau presented a 
proposed policy, the text of which 


ing a report on possible methods of 
cooperation between the several 
states. Hon. C. H. Morrissett, 
chairman: Messrs. Boyington, Fox, 
Miller, Warkentin, and Wood- 
ward. 

3. Federal, State, and Local 
Functions Committee,—on the al- 
location of governmental functions 
among federal, state, and local 
governments. Hon. C. A. Dyk- 
stra, chairman: Messrs. Hoan, 


appears on pages 147-148. Messrs. 
Parker, Mastick, and Long pre- 
sented statements of the triple approach to this 
problem by the Congress, the Interstate Com- 
mission on Conflicting Taxation, and the Na- 
tional Tax Association, respectively. Other 
members of the Council presented various view- 
points. A letter from City Manager Dykstra 
pointed to the division of functions of govern- 
ment as the real underlying problem and sug- 
gested the possibility of constitutional revision. 

Secretary of the Treasury Morgenthau was 
elected chairman of the Council, Senator Mas- 
tick, first vice-chairman, Mr. McCarren, second 
vice-chairman, and Mr. Henry W. Toll was 
named secretary. Messrs. Vinson, Graves, and 
Dykstra, in addition to the officers, were named 
members of the executive committee. The cuts 
of photographs accompanying this article are 
those of some of the members of this committee. 
Chairman Morgenthau’s picture is included 
with the text of his address to the Tax Revision 
Council which appears elsewhere in this issue. 

At the afternoon session on Friday, June 7, 
the following committees were selected, to per- 


C, A. Dykstra 


Mastick, Oliphant, and Yantis. 

4. General Survey Committee,— 
on the collection of facts and statistics in respect 
to governmental tax laws, functions, revenues, 
and expenditures. Hon. George C. Haas, chair- 
man: Messrs. Mastick, McCarren, and Parker. 

As advisory members of the last named com- 
mittee there were appointed Messrs. Morris 
Copeland, Stuart Rice, Mayne $. Howard, and 
John Willmott. 

Through these committees the Tax Revision 
Council is to begin its work. The seriousness 
of the difficulties which it is attempting to 
smooth out cannot be too often emphasized. If, 
in what must necessarily be a slow, orderly pro- 
cedure, it can assist in the transformation of our 
existing competitive tax system into a codpera- 
tive tax system, the aims and purposes of the 
Council will have been amply fulfilled. 


“Every tax ought to be so contrived as both to 
take out and to keep out of the pockets of the 
people as little as possible over and above what 
it brings into the public treasury of the state.” 
—ApbaM Fourth Canon of Taxation. 
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TAXPAYERS FIRST 
An address delivered before the Tax Revision Council urging that prime consideration 
be given to the vital question of justice to the taxpayer. 


By HENRY MORGENTHAY, JR. 


Secretary of the Treasury 
Chairman of the Tax Revision Council 


old problem, not confined to the United 
States, which grows more complicated, 
more difficult, and more acute with the years. 
It has now become so acute in this country that 
it must be faced squarely. The fact 


(Cat prt and overlapping taxation is an 


ous taxing authorities, without due considera- 
tion for the tax structure as a whole, results in 
unfair and uneconomic distribution of the bur- 
den, affecting the very foundations of govern- 
ment. It touches on the welfare of the citizen 
in his daily task of earning a liv- 


that we are facing it gives rise to 
the hope that we shall soon be tak- 
ing important steps to solve it. 
The problem has recently been 
brought into prominence by de- 
pression decreases in the usual 
sources of governmental revenue 
which have forced our various gov- 
ernmental units to compete with 


each other for new sources of tax = 
income and for greater yield from a 7 


the old sources. This competition 


ing. Duplicate taxes cause waste, 
but that is a detail. The greater 
problem is to restore equilibrium 
in the tax structure as a whole, in 
order, primarily, to be fair and 
just to every class of taxpayer. 

It is entirely possible that we 
could attack the problem of waste 
and solve it without removing in- 
justice. If we considered the mat- 
ter solely from the point of view of 
fm) =the efficient tax gatherer it would 


has produced numerous unfortu- 
nate results. Some states have dis- 
covered that their taxes drive business into 
neighboring states; others have revised their tax 
laws primarily to attract business. All forms of 
tax evasion have been increased by the fact that 
our tax machinery. is out of equilibrium. Some 
states, imposing taxes previously levied solely by 
the federal government, have had to set up 
duplicate administrative machinery. The con- 
flicts between local taxes and state taxes are too 
numerous for me to catalogue. Every phase of 
this problem bristles with thorny details. 

The contribution which I should like to make 
to these deliberations is a definition of the basic 
problem. With a definition in mind we can 
proceed to divide the problem into its many 
parts, and take them up in detail. The basic 
problem, as I see it, is to be just to the taxpayer. 
Independent levying of taxes by all of the vari- 


Henry Morgenthau, Jr. 


become a technical problem which 
could be summarized as a question 
of how to raise the most tax revenue with the 
least administrative expense. Stated in those 
terms the problem of this democratic govern- 
ment would be no different from that of any 
ancient tyrant who had to raise money to sup- 
port his government and who tried to get as 
much as he could with the least possible ex- 
pense. A considerable part of the oppression 
which characterized tyranny was a direct result 
of taxation for revenue, without regard to 
justice. 

The problem of how to be fair in levying 
taxes is not easily solved. Perfection is out of 
the question; but the very complexity of the 
question makes it necessary for us to strive con- 
stantly toward perfection and overcome the 
never-ending drift in the opposite direction. All 
governmental units must face that responsibility. 
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We must be careful to guard against unjust 
placing of the burden on particular geographic 
sections of the country, on particular commod- 
ities, and on particular industries, no less than 
on particular individuals. An unjust distribu- 
tion of the tax burden immediately creates arti- 
ficial obstacles to business, and the disturbing 
influence of these obstacles is injected into the 
economic life of the nation. 

It would be a great mistake to think of our 
problem as limited to the removal of such ad- 
ministrative conflicts as now exist between the 
federal, state, and local tax systems. Indeed, cer- 
tain types of new taxes which have been adopted 
as emergency measures might well be left to 
their administrative difficulties, in the hope that 
they will be discontinued. It would be a mistake 
to accept as our main problem the task of sim- 
plifying the administration of all taxes. 


No extremes 


What, then, should be our immediate ap- 
proach to the problem? We may as well forego 
at the outset, the approach which would dis- 
regard the historical development of our politi- 
cal institutions, and attempt to recast our whole 
government from top to bottom, in such fashion 
that all governmental functions would be re- 
distributed between federal, state, and local 
units according to some ideal pattern. The prac- 
tical objection to setting up such an ideal system 
of taxation, based upon a thorough redistribu- 
tion of all governmental functions, is that we 
would be forced to spend the rest of our lives 
contemplating the impossibility of putting it 
into effect. To be practical, we must do our 
utmost to correct grave abuses without attempt- 
ing to recast our whole machinery. 

On the other hand, I do not believe that it 
would be wise to go to the other extreme; that 
is, to make a list of all of the specific types and 
cases of conflicts and overlapping, and attempt 
to take them up one by one. That type of piece- 
meal tinkering is very slow and rarely effective. 
Moreover, it is subject to the danger that each 
piecemeal solution, adopted without due refer- 
ence to fundamental principles, might produce 
new inconsistencies. And a series of such piece- 


meal solutions could easily result in a badly dis- 
torted and unjust total tax structure. 

The best approach would be the fundamental 
one of considering the entire problem from the 
standpoint of the individual taxpayer. The first 
step is to make a careful survey and analysis of 
the total tax structure of the country to deter- 
mine just how the burden of our governmental 
expense is now distributed. Next, we should 
note what practicable changes in the combined 
tax structure of the country would produce a 
sound and more equitable distribution of the 
total burden. In the third place, we should con- 
centrate upon a few important and workable 
means of eliminating conflicts and overlapping 
in a manner consistent with our analysis of what 
constitutes a fundamentally desirable tax struc- 
ture. Finally, having arrived at a few important 
possibilities which we know to be fundamen- 
tally sound, we can then attempt to put them 
into effect. Each progressive step which we suc- 
ceed in achieving along this line would not be 
a compromise that might create new conflicts, 
but would complete part of our task. Each would 
provide a stepping-stone to make the next part 
of our program easier to achieve. 

Possibilities 

In the case of some taxes, it is entirely pos- 
sible that we shall find it desirable to make a 
rigid separation of sources between federal, 
state, and local governments. In other cases, 
we might find that certain taxes now levied by 
numerous governmental units could be best ad- 
ministered by the federal government, and the 
proceeds shared with the states. It is also pos- 
sible that the states might handle certain of the 
taxes more easily than the federal government. 
We must center considerable attention upon the 
principles governing allocation of such revenue. 

In conclusion, I strongly urge that the techni- 
cal details of tax-gathering, and even the essen- 
tial matter of supporting the government, be 
considered secondary in importance in these de- 
liberations, and that first consideration be given 
to the vital question of justice to the tax-payer. 
That course simplifies the task and leads di- 
rectly to the goal which we strive to reach. 
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IN THE DARK 


State officials lack adequate information on the fiscal 
problems with which they must deal. 


of all other fiscal bodies interested in the 

rationalization of state and local financial 
problems is greatly hampered by the lack of 
comparative information. It is necessary that 
the finances of states and their political sub- 
divisions be understood before attempts to iron 
out tax conflicts can be successful and before 
the states can work out satisfactory tax struc- 
tures. At present the data for a comprehensive 
financial picture are noticeably lacking. 


Ts work of the Tax Revision Council and 


Census statistics 


The Bureau of the Census, prior to 1930, took 
an annual census of the financial activities of 
cities of more than 30,000, and of all states. As 
an economy measure during the depression, 
publication of the financial statistics of cities 
from thirty to a hundred thousand population, 
and of the financial statistics of states has been 
discontinued. 

The Bureau has also conducted a more com- 
prehensive decennial survey of the finances of 
various units of government. The scope of this 
ten year survey has been the entire govern- 
mental organization of the United States rather 
than merely cities within a specified population 
group and state governments. The last of these 
comprehensive surveys was made as of 1931-32. 

As a result of investigations of state and local 
statistics conducted by the Central Statistical 
Board and the Municipal Finance Officers’ Asso- 
ciation, the Bureau of the Census is now plan- 
ning a greatly improved program for collecting 
statistics of state and local governments. The 
program, when completely under way, will not 
only improve the quality of the data, but will 
also make possible an intelligent estimate of the 
total financial picture at any one time. 

Nevertheless, the situation at present is cer- 
tainly not what it should be, and the prospects 


for the immediate future are not inviting. The 
financial support available to the Bureau of the 
Census assures immediate restoration of only 
that part of the program which contemplates a 
financial survey of cities having a population in 
excess of 30,000. It does not look toward sample 
coverage of smaller units or a complete report- 
ing of state data. Moreover, the report of 1931 
and 1932 is now almost completely useless for 
an interpretation of the present financial situa- 
tion in the states. There has been, since 1931 and 
1932, an almost revolutionary change in state 
and local finance and defects in that report 
render it difficult to utilize figures for compari- 
son with such data as can be obtained at the 
present time, sparse as that material is. 


What is needed 


In order to obtain a reasonably accurate and 
complete picture of public finance another sur- 
vey comparable in scope, but superior in quality, 
to that of 1931-32, is necessary. The Census 
Bureau would, of course, be glad to conduct 
such a survey if financial support were made 
available. It has canvassed the possibility of de- 
veloping a works project for this purpose, but 
there is some doubt as to the legality of such 
a scheme, and much graver doubt as to whether 
its execution would be possible with work relief 
labor, unless a great deal more supervision could 
be provided than is possible under present ap- 
propriations. 

A number of state financial officials may wish 
to concern themselves with efforts to secure ade- 
quate financial data on state and local govern- 
ment. Appropriate authorities in Washington 
—especially in the Census Bureau — would 
doubtless be glad to receive encouragement 
from state and local officers, who would be most 
benefited by their revised program if, and when, 
it could be put into effect. 
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THE SUPREME COURT SPEAKS 


Excerpts from the recent NRA decision which define the 


powers lying within the domain of the states. 


The commerce power: “It is not the 
province of the court to consider the 
economic advantages or disadvantages 
of (such) a centralized system. It is suf- 
ficient to say that the federal constitu- 
tion does not provide for it. Our growth 
and development have called for wide 
use of the commerce power of the fed- 
eral government in its control over the 
expanded activities of interstate com- 
merce and in protecting that commerce 
from burdens, interferences and con- 
spiracies to restrain and monopolize it. 

“But the authority of the federal gov- 
ernment may not be pushed to such an 
extreme as to destroy the distinction, 
which the commerce clause itself estab- 
lishes, between commerce ‘among the 
several states’ and the internal concerns 


Wagesandhours: “If the federal 
government may determine the wages 
and hours of employees in the internal 
commerce of a state, because of their re- 
lation to cost and prices and their indi- 
rect effect upon interstate commerce, it 
would seem that a similar control might 
be exerted over other elements of cost 
also affecting prices, such as the number 
of employees, rents, advertising, meth- 
ods of doing business, etc. 

“All the processes of production and 
distribution that enter into cost could 
likewise be controlled. If the cost of 
doing an intrastate business is in itself 
the permitted object of federal control, 


the extent of the regulation of cost 
would be a question of discretion and 
not of power.” 


Indirect effects: “The distinction be- 
tween direct and indirect effects has 
been clearly recognized in the applica- 
tion of the Anti-Trust Act. Where a 
combination or conspiracy is formed, 
with the intent to restrain interstate 
commerce or to monopolize any part of 
it, the violation of the statute is clear. 

“But where that intent is absent and 
the objectives are limited to intrastate 
activities the fact that there may be an 
indirect effect upon interstate commerce 
does not subject the parties to the fed- 
eral statute, notwithstanding its broad 
provisions.” 


The commerce clause: “But where 
the effect of intrastate transactions upon 
interstate commerce is merely indirect, 
such transactions remain within the do- 
main of state power. 

“If the commerce clause were con- 
strued to reach all enterprises and trans- 
actions which could be said to have an 
indirect effect upon interstate com- 
merce, the federal authority would em- 
brace practically all the activities of the 
people and the authority of the state 
over its domestic concerns would exist 
only by sufferance of the federal gov- 
ernment. Indeed on such a theory even 
the development of the state’s commer- 
cial facilities would be subject to federal 
control.” 
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LEGISLATIVE LEVEES 


Interstate compacts offer a strong bulwark against retrogression in the 
control of social and industrial problems of the nation. 


By ETHEL M. JOHNSON 
Secretary of the New Hampshire Commission on Interstate Labor Compacts 


respect to labor legislation is to remove 
unfair differentials in the labor laws of 
the different states, to assure more adequate pro- 
tection for employees in these states, and to give 
greater permanence to the legislation enacted. 
It is to the interest of the manufacturer to 
have greater uniformity in the labor laws of 
comparable industrial states. It is equally to 
the interest of workers that uniform standards 
regarding conditions of employment be adopted 
by the several states, and that these standards 
should conform to the most enlightened criteria. 


T= purpose of interstate compacts with 


Wide variations 

Existing differences in labor legislation be- 
tween states with competitive industries have 
resulted in wide variations in working condi- 
tions and practices and, to some extent, in the 
cost of continuing business. An illustration of 
this may be found in the Atlantic seaboard 
states. A number of these have closely compet- 
ing industries, yet their legal regulations in such 
matters as hours of employment, night work, 
wages, and child labor vary greatly. Of the New 
England states, for instance, Maine and Rhode 
Island prohibit the employment of children 
less than 15 years of age. Connecticut has 
recently enacted legislation prohibiting the em- 
ployment of minors under 16 years of age. The 
other states permit boys and girls of 14 or more 
years of age, if properly certified, to leave school 
to become wage earners. New Hampshire is 
the one state in the group which requires extra 
compensation for injury to minors who are il- 
legally employed. Connecticut, Massachusetts, 
and New Hampshire are the only New England 
states with minimum wage legislation. Only 


Massachusetts and New York, of the industrial 
states of the east, have a 48-hour law. 

These differentials in regulatory measures 
tend to encourage the migration of factories 
from states with high standards of protective 
legislation to others with lower standards. The 
resulting displacement of labor contributes to 
sectional unemployment. The movement of 
textile factories from New England to the 
southern states is an outstanding example of 
such migration. A shifting of plants on a lesser 
scale, but with disturbing results, goes on much 
of the time between adjacent states in which 
competing industries are located. 

Another consideration in connection with the 
compact device in the field of labor and indus- 
try is that legislation enacted under a compact 
agreement is presumably of a more permanent 
nature than that enacted by a single state. The 
compact is a formal contract involving not only 
ratification by the legislatures of the signatory 
states, but, in addition, the sanction of Congress. 
Each state is free to decide whether it wishes to 
ratify a given compact. Once a state has given 
its consent to a compact, however, it is under 
moral obligation to observe the provisions of 
the agreement. 


Regional agreements 

The interstate compact, as applied to labor 
legislation, has many interesting possibilities. It 
suggests not only direct agreement on common 
problems between two or more states, but the 
further possibility of regional agreements be- 
tween groups of states representing different sec- 
tions of the country. One of the promising fea- 
tures of the interstate compact is the opportunity 
it affords of bringing states into closer relation- 
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ship with one another. Greater harmony 
among the states should be promoted by the 
development and use of this device for meeting 
mutual problems. 

There is, however, a possible danger in con- 
nection with the compact as applied to labor 
legislation which should be frankly recognized 
in order that it may be avoided. This is the pos- 
sibility that the proposed plan may be regarded 
as a substitute for state labor laws. There is also 
the possibility that the chance of securing a com- 
pact agreement may be urged as an excuse for 
opposing or delaying needed legislation within 
the states. 


One of the safeguards from this danger in the 
utilization ot the compact in the field of labor 
and industry may be the definite limitation of 
the sphere of action for the compact as applied 
to labor legislation. If, instead of attempting to 
use the compact as an agency for securing new 
labor laws or higher standards of legislation, the 
compact is used to remove differentials in exist- 
ing labor laws and to deal with those special 
problems peculiar to two or more states which 
no one state is competent to settle by itself, and 
which are also outside the sphere of federal 
action—there may be less possibility of conflict 
with either state or national legislation. 


AN IMPORTANT SUGGESTION 


Excerpt from an article by Senator Henry Parkman, Jr. in “Industry,” 
the publication of the Associated Industries of Massachusetts. 


gestion is that the federal power might be 

exercised, within the field so strictly re- 
served for it by the Supreme Court decision, to 
support the states in the maintenance of mini- 
mum labor standards. In the days before na- 
tional prohibition the dry states passed strict 
legislation against the sale of intoxicants within 
their borders. This alone, however, was not 
enough to prevent the importation of liquor 
from the wet states, and the states themselves 
were limited constitutionally in their power to 
prevent such importation. To help solve the 
difficulties, the federal government enacted the 
so-called Webb-Kenyon Act which denied the 
privilege of interstate commerce to liquor trans- 
ported from a wet state into a dry one for pur- 
pose of sale. This codperation of the federal and 
state governments proved an effective protec- 
tion to dry states. 


l this difficult situation, a most welcome sug- 


Adequate legislation 
The same principle could well be adapted for 
the maintenance of adequate social legislation 
standards within a group of compacting states. 


In the exercise of its police power and acting for 
the preservation of the social standards of its 
citizens, a state could pass legislation prohibit- 
ing the sale of goods within its borders produced 
under conditions in another competing indus- 
trial state which did not come up to the level set 
by such state or group of states as desirable for 
its citizens. 


Protecting standards 


Federal legislation denying the privilege of 
interstate transportation to such goods would 
seem to be constitutional under the decisions 
affirming the constitutionality of the Webb- 
Kenyon Act, and at the same time would be 
extremely effective not only in giving protection 
to the labor standards set by compact in a group 
of states, but also in pointing out to other states 
the advantages of bringing their standards into 
conformity with those in effect in the compact- 
ing states. The denial of a market to goods pro- 
duced under “Sweat Shop” conditions would be 
a compelling argument with any state towards 
the removal of the impediments which kept her 
products from the market. 
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LABORS FOR LABOR 


A recent interstate conference recommended the broadening of 
legal protection for workers. 


“JHE recent meeting of the Conference on 
; Interstate Labor Compacts at Spring 

Lake, New Jersey, on June 28 and 29, was 
marked by keen discussion and substantial prog- 
ress. Forty-six delegates registered from six- 
teen states, a larger group, representing more 
states, than has ever gathered in the history of 
the labor compact movement. It was especially 
interesting to observe that the conference was 
extending its field of interest to the south and 
to the west. Representative S. Pierre Robineau 
of Florida and Attorney General Paul Prosser 
of Colorado were welcomed with especial en- 
thusiasm. 

Judge Joseph G. Wolber, acting chairman of 
the host New Jersey Commission on Interstate 
Codperation, presided in the absence of Chair- 
man Richard Hartshorne. He was ably aided 
by Senator Henry Parkman, Jr., permanent 
chairman of the Conference. Governor Harold 
G. Hoffman spoke on both days and welcomed 
the delegates to New Jersey’s “Little White 
House,” the Governor’s summer cottage at Sea 
Girt. 


Highlights of speeches 

Opening speeches were delivered by Senator 
Parkman, Professor George E. Bigge, Chairman 
of the Rhode Island Commission on Interstate 
Labor Compacts, Miss Ethel Johnson of the 
New Hampshire Labor Compact Commission, 
and Commissioner Joseph M. Tone of Connec- 
ticut. All were addressed to the point of what 
interstate codperation could achieve in the field 
of labor regulation. On page 152 appears an in- 
teresting excerpt from a recent article by Senator 
Parkman which give his theory of federal help 
to interstate action by an industrial equivalent 
of the Webb-Kenyon Act. 

Professor Bigge, in commenting on the hours 
of labor compact, explained the possibilities of 


interstate action from the angle of the econo- 
mist. The effort of the compact is toward the 
maintenance of a reasonable standard of labor 
in a competitive market. 

“This of course does not mean that competi- 
tion is to be eliminated nor specific regulation 
imposed. If it were a choice between unfettered 
competition with all of its faults and detailed 
regulation by government, I, for one, would be 
for competition. The proposal is merely to fix 
a level, a plane below which conditions of labor 
shall not be allowed to fall as the result of com- 
petitive pressure. ... The compact is suggested 
as a device which will enable a group of states 
constituting a fairly well defined competitive 
producing area to formulate a common policy 
for dealing with such common problems as 
wages and hours.” 

Miss Johnson, in speaking of the compact on 
minimum wages, already ratified and in effect 
in two states, clarified the position of the com- 
pact and the interstate commission which it 
establishes. 

“It should be noted that the present compact 
does not establish new standards but rather at- 
tempts to bring a larger number of states into 
agreement on standards that have already been 
made effective in certain of the states. . . . The 
powers of the Commission are confined to in- 
vestigations, recommendations, and publication 
of its findings.” 


Child labor 


Commissioner Tone elaborated the details of 
the proposed child labor compact which “for- 
bids employment of children under 16 years of 
age in manufacturing and certain other speci- 
fied employments; minors under 18 in haz- 
ardous employments; minors under 18 in manu- 
facturing and other specified employments be- 
tween 10 P.M. and 6 A.M.; minors under 18 for 
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more than eight hours per day, forty hours per 
week and six days per week. Minors under 18 
must have work certificates.” 

Mr. Tone noted that in addition to the future 
value of the compacts as working instruments 
of government, “the educational value of these 
compact conferences is worth many times what 
the meetings have already cost or will cost the 
governments of the states in the future.” 


Group meetings 


Tax Commissioner; Joseph C. Paul, Chairman, 
New Jersey House Committee on Interstate Co- 
operation; John Roach, New Jersey Deputy 
Commissioner of Labor; Joseph G. Wolber, 
Judge of the Circuit Court, New Jersey, and 
Chairman, New Jersey Commission on Inter- 
state Codperation; E. B. Patton, Director, Divi- 
sion of Statistics and Information, Department 
of Labor, New York. 

Frederick L. Zimmerman, Member, New 
York Assembly; A. L. Fletcher, North Carolina 


After the iutroductory speeches the con- «Commissioner of Labor; Edgar W. Brill, Chief, 


ference was divided into sections on child labor, 
minimum wages, hours of labor, and permanent 
organization. Considerable discussion preceded 
adoption of the reports of these sections by the 
general conference. It was recommended that 
ratification of the minimum wage and child 
labor compacts be urged on the various states 
and that the hours of labor compact be reserved 
for further consideration. Plans for establishing 
a permanent organization were discussed and 
approved. 

Delegates attending the conference included: 
Paul P. Prosser, Attorney General, Colorado; 
Royal Meeker, Deputy Commissioner of Labor, 
Connecticut; Joseph M. Tone, Commissioner of 
Labor, Connecticut; H. P. Young, Director, 
State Employment Service, Delaware. 

S. Pierre Robineau, Member, Florida House 
of Representatives; Dr. Peter Swanish, Chief, 
Division of Statistics and Research, Department 
of Labor, Illinois; Thomas Dorgan, Member, 
Massachusetts House of Representatives; Ed- 
ward J. Kelly, Member, Massachusetts House of 
Representatives; James P. Meehan, Member, 
Massachusetts Senate; Henry Parkman, Jr., 
Chairman, Massachusetts Commission on Labor 
Compacts. 

Mary E. Cruzen, Director of Employment, 
Missouri; Robert P. Bingham, Chairman, New 
Hampshire Interstate Labor Compact Commis- 
sion; W. J. Ellis, Commissioner, Department cf 
Institutions and Agencies, New Jersey; S. Rus- 
ling Leap, Member, New Jersey Senate Com- 
mittee on Interstate Cooperation; Stephen J. 
Lorenz, Counsel, New Jersey Department of 
Labor; J. H. Thayer Martin, New Jersey State 


Factory and Building Inspection, Department 
of Industrial Relations, Ohio; Keith Lawrence, 
Member, Ohio Senate Committee on Interstate 
Cooperation; John G. Lowery, Member, Ohio 
Senate Committee on Interstate Cooperation; 
J. Freer Bittinger, Speaker, Ohio House of Rep- 
resentatives; Elizabeth S. Johnson, Research 
Assistant, Department of Labor and Industry, 
Pennsylvania; Dr. J. E. Scheehle, Secretary of 
Welfare, Pennsylvania; George E. Bigge, Pro- 
fessor of Economics, Brown University, Rhode 
Island; Thomas P. McHugh, Member Rhode 
Island House of Representatives; L. Metcalfe 
Walling, Rhode Island Director of Labor; F. 
G. Austin, Retired Member, Vermont Interstate 
Labor Compact Commission; C. H. Day, Mem- 
ber, Vermont Interstate Labor Compact Com- 
mission; Arthur W. Peach, Chairman, Vermont 
Interstate Labor Compact Commission; Tay- 
lor Frye, Assistant to Industrial Commission, 
Wisconsin; Voyta Wrabetz, Chairman, Indus- 
trial Commission, Wisconsin. 


Federal participants 


Beatrice McConnell, Director, Industrial Di- 
vision, Children’s Bureau, United States De- 
partment of Labor, Washington, D. C.; 
A. Louise Murphy, Industrial Economist, 
United States Department of Labor, Washing- 
ton, D. C.; M. E. Pidgeon, Director of Research, 
Women’s Bureau, United States Department of 
Labor, Washington, D. C.; Louise Stitt, Indus- 
trial Economist, Women’s Bureau, United States 
Department of Labor, Washington, D. C.; and 
V. A. Zimmer, Director, Division of Labor 
Standards, Washington, D. C. 
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EXTRA INNINGS 


The regular schedule in the Legislators’ League 
is rapidly drawing to a close. 


HE legislators of Massachusetts and Wis- 
“consi are still taking their regular turns 

at bat, having been in session since early 
January. Strate GovERNMENT’s Massachusetts 
agent prophesies that a series of homeruns will 
probably soon end the struggle for the Bay 
Staters. 

Alabama, whose Constitution calls for only 
one set-to every four years, needs more than the 
ordinary amount of “warm-up” to work out 
kinks and to devise a system. Convening first 
on January 8, opening day was scheduled for 
April 30. Falling into a slump, the legislators ad- 
journed on July 10, to reassemble about July 30. 

Idaho and Louisiana have already indulged 
in short, post-season exhibitions, and Tennessee 
has been enjoying a special session since July 15. 
Changes in the legislative line-up follow: 


Now meeting 


Regular Sessions: Convened: Will probably adjourn: 
Massachusetts January 2 July 30 


Wisconsin January 9 
Special Session: 


Tennessee July 15 


Recent adjournments 


Regular Sessions: Adjourned: Convened: 
Alabama July 10 April 30* 
Special Sessions: 

Idaho July 10 July 8 
Louisiana July 8 July 4 


*Recess—will probably reconvene July 30. 


IN THE COOL NORTH 


The National Association of Secretaries of 
State is holding its eighteenth annual gathering 
in St. Paul, July 29th to August 1. Hon. Enoch 
D. Fuller of New Hampshire, a member of the 
Council of State Governments Board, is Presi- 
dent of the Association, and Hon. Mike Holm 
of Minnesota is host to the convention. 


HAROLD M. GROVES 


Member of the Board of Managers of the 
American Legislators’ Association 


ADISON, Wisconsin is blessed with the 
M state university on one hill, the state 
capitol on another. That proximity is 

more than casually geographic. Much of Wis- 
consin’s eminence in 

| state legislative affairs 
is chargeable to a close, 
cordial, university-cap- 
itol relationship, and 
many of Wisconsin’s 
most famed citizens 
have scaled both 
heights, along the pro- 
gressive paths made 
famous by the LaFol- 


lettes. 

Along these routes 
went Harold M. 
Groves, first to the uni- 
versity, where he interlarded Phi Beta Kappa 
scholarliness with teaching. Topping off his 
Ph.D. degree, in 1927, with a year in the law 
school at Harvard, he returned to the university 
at Madison and a professorship in the depart- 
ment of economics. Thus, unqualifiedly and 
unreservedly, can he be labeled, “Harold M. 
Groves, Brain Truster,” a serious indictment in 
this year of grace, 1935. 


Harold M. Groves 


Into public service 


Dropping his guard a second time, in 1930, 
Dr. Groves became a member of the General 
Assembly of Wisconsin, exposing himself to 
such allegedly humorous barbs as are directed 
at all legislators by those errant knights of the 
pen—columnists and cartoonists—who are faced 
with the necessity of filling their daily space for 
their daily bread. 

Member of the State Tax Commission in 
1932-33, and elected state senator in the fall of 
1934, Dr. Groves, although quiet, modest, and 
certainly no rabid radical, continues to tempt 
those who live by their lines about men in the 
public eye. 
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BEYOND OUR BORDERS 


Incidental illustrations of the technique of government from far and near. 


Penal ties 
HE socio-recreational side of American 
"|| prison life has often been lampooned. 
The alma mater—Dannemora, Joliet, or 
Sing Sing—is pictured as a cozy country club, 
which our pampered public enemies are loathe 
to leave, to which they eagerly return. 

Italy proposes to strengthen such school spirit 
on a legitimately sound basis. Special welfare 
councils are being attached to criminal courts to 
aid in the return of convicts to a normal indus- 
trial life. By remaining in the welfare head- 
quarters after the completion of their terms, 
former prisoners may get vocational training 
and guidance. 

Assistance is also given to the families of con- 
victs both during their terms and during their 
apprenticeships. To complete the rehabilita- 
tion, employment is found for these individuals 
as they leave prison or training headquarters. 
So might the Fascist felon easily become senti- 
mentally attached to his particular prison, after 
graduation. 


Bogus bonus 


To employers who hire workers registered in 
the public employment office, France pays a 
bonus. Assiduously safe-guarded, the subsidy 
is not paid unless the total number of employees 
exceeds the average number employed by the 
individual or corporation in the same quarter of 
the preceding year and in the preceding quarter 
of the same year. Nor can the number of regu- 
lar workers be smaller than the number for 
whom the bonus is paid. To the republic, the 
bonus is spurious—since it may not exceed the 
allowance which would have been paid if the 
employee had continued to require assistance. 


Dominion over provinces 
A recent debate of the Canadian Parliament 
over ratification of several International Labor 
Conference conventions, turned into a spirited 


discussion. The question arose over the power 
of the Dominion Government to ratify conven- 
tions which might affect the legislative rights 
of the provinces. Over the loud lamentations 
and protests of those who favored preference for 
the provinces in legislative matters, the conven- 
tions were ratified. 

With the participation of the United States in 
the International Labor Office, similar questions 
may arise in this country to add another subject 
to conversations on federal-state relationships. 


Wage differentials 


A knotty problem, not yet satisfactorily solved 
in this country, has arisen in attempting to set 
wage rates for the unemployed who are engaged 
in work relief projects. There are many possi- 
bilities: the single standard, uniform wages; the 
double standard, north-south or urban-rural. 
Other schemes are suggested, both in connection 
with public works and with the approaching 
social security program. 

New Zealand has devised a four-way wage 
differential for those on work relief, in the fol- 
lowing regressive order: (1) in the four largest 
urban centers; (2) in secondary cities; (3) in 
smaller towns; and (4) in rural areas. 


Reich righteousness 


That life begins at forty is a philosophy not 
alone expressed on the silver screen and between 
the covers of a novel. An order of the President 
of the Federal Institution for Employment Ex- 
changes and Unemployment Insurance in Ger- 
many contained the following instructions: (1) 
new vacancies are to be filled by employees forty 
years of age or older, preference to be given to 
those more advanced in age, and to those with 
families; (2) employees under 25 are to be 
gradually replaced by males over forty, prefer- 
ably married; (3) the Reich stands ready to en- 
courage employment of such persons through 
subsidies. 
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TWENTY-THREE 


State Government, in April, remarked: “It will be a matter of national interest to observe the re- “a 
sponse of other states to New Jersey’s proffer of codperation.” The response can be seen below. 


Executive and Legislative Commission 
on Interstate Cooperation 


No Official Committee on Interstate 
Cooperation 


Base Map © The American Legislators’ Association 


INTRODUCERS: 


Colorado Nebraska North Carolina Florida Pennsylvania New Hampshire 
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LAND OF THE FREE 


Gratuitous nature, in a care-free, holiday mood, sketched Wyoming on the map, with 
reds and greens, blues and browns, with vast plain areas relieved by broken and detached 
ranges of the Rockies, with riches of forest, stream and mine, and withal, a clear and bracing 
climate. A free-hand, unrestrained drawing. 

As if to protect and perpetuate this happy circumstance, the territory of Wyoming 
liberally granted full suffrage to women, in 1869. Equal rights—freedom—exemplif ying 
the thought of those who were among the pioneers in an era of undisputed “rugged indi- 
vidualism.” 

Not content with its initial bow to the Women of Wyoming, the territory stooped to 
conquer their further regard by admitting them to jury duty. In 1870, the first jury-women 
in the world sat in Laramie. Thus, long before July 10, 1890, when W yoming came sweep- 
ing into the Union—forty-fourth among the states—on the skirts of Woman’s Suffrage, 
the alliterative W’s went hand in hand. 

Overlooking Cheyenne, a name which was almost attached to the Equality State, stands 
the capitol. Begun in 1888, completed in 1917, the building represents a classical type of 


Renaissance architecture, a free style—appro priately—with liberty in variations. 
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